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The Hondrable Abraham Ribicoff 
ChaIrman, Senate Commlttee on 

Govefrnment Affairs 
United States Senate 

Bear Chairman Rlblcoff: 

F 
This letter responds to your request of August 29, 1978, 

for comments on S-3262, 
T! 

the “Regulatory Cost Reduction Act 
of 978.” This bill _roposes to establish a procedure to 
reduce the costs of%ompllance with rules and regulations of 
Feaeral executive departments and Independent agencies. The 
goal 1s to achieve a 25 percent cost reduction in five years. 

*The bill would require from each executive department and 
Independent agency annual reports which would include the 

I following information: an estimate of the cost of compliance 
with each rule and regulation, present and proposed; a 
description of actlons taken In the previous year and planned 
for the next year to reduce these costs; and an explanation 
of any failures to reduce these costs by 5 percent per year. 

We support the objective of the bill to reduce the costs 
of compliance with Federal rules and regulations. Recommendations 
Included in Section 5, such as the slmpllflcatlon of Government 
forms, the replacement of design standards with performance 
standards, and the use of market lncentlves in lieu of rules or 
regulations, are likely to be useful ln accompllshlng that end. 
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We have seveLa1 concerns, however, about the bill. *The 

prescribed method of reducing regulatory costs may De lnefflclent 
both because the bill does not take Into account regulatory 
benefits and because the lmplementatlon costs of the bill will 
likely be high. The bill imposes evaluation requlremerts that 
may exceed the current state of the art. It is concerned onI.: 
with compliance costs and does not mention other Important costs 
of regulation which we feel should be consldered 50~2 provlslonc 
appear ambiguous, others seem to require unnecessary annual 
repetition of work And, the bill places substantial nerl burucns 
on a large number of executive departments and agencies 



The bill establishes as an ob]ectlve an overall reduction 
In costs of up to 25 percent by having each executive department 
and agency reduce the costs of complylng with Its own rules and 
regulations by up to tnat percentage. However, an equal 
across-the-board reduction 1s not likely to be the most 
efficient way to achieve the f anal goal. A reduction In the 
compliance costs of some regulations -can be effected with no 
loss In regulatory benefits. However, a reduction in the 
compliance costs of other regulations could entall a sub- 
stantial reduction In regulatory benefits that would leave i 
society worse off, Any reduction of regulatory costs should 
be welghed, where possible, against the associated loss of 
regulatory benefits on a case by case basis. Such compar Isons 
would Indicate regulations that can and should have their 
compliance costs cut by 25 percent and more, and others that 
may warrant no reduction in costs at all. 

Section 3 of S.3262 requires the President or his designee 
to develop methods of determining the costs of compliance with 
Federal rules and regulations. These methods are likely to 
Include asklng the regulated organizations to provide estimates 
of their com?llance costs because In some cases there may be 
no other sources of such lnformatlon. The burden on the 
non-Federal sector of provrdlng this lnfornatlon may be con- 
siderable, It will at least partially offset the antlclpated 
reduction in compliance costs. 

Sectlon 4 of 5.3262 requires a report from the head of each 
department or agency on the costs of compliance with each rule 
or regulation of that agency. This provision would place a 
requirement on agencies tnat they may not be able to fulfill 
because of measurement problems. For example, there IS a 
problem of allocating Joint costs tiembers of tne non-Federal 
sector are frequently required to comply with many rules or 
regulations simulataneously. It is very dif f lcult, If not 
lmposslble, In such sltuatlons to allocate all comgllance costs 
to individual regulations. Fur thermore, not all costs of 
compliance are readily quantlflable and measureable. Therefore, 
It ~111 not always be possible to accurately assess a depart-nent 
or agency’s rmprovepent. 

1 fundamental Issue that 1s not addressed In S. 3262 1s that 
the costs of coapllance are only part of the costs of regulztlon i 
Regulation can cause lnefflclent resource allocation In th$ 
private sector of the econcqy. An example is the creatlonL Of 
excess capacity In some industries, the costs of which are not 
compliance costs. Furtnerpore, dynamic costs such as rCc3uctlons _ 
in the level of research and development and tne rate o!, ?cc~- 
nological change can also develop. 
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Deflnltlons of the terms "rndependent agency" and "executive 
department" are Included In Section 8 of the bill. Althougn 
zt appears that these deflnltlons are Intended to be very 
Inclusive, It 1s possible that some agency may contend that lt 
1s not sublect to the bllll Sectlon 8 authorizes the Director 
of the Office of Management! and Budget to determine whether a 
partlculal agency 1s included under the deflnltzon of "lndepen- 
dent agency." This offlclal may not be the most appropriate 
person for this task. 

Sectlon 3 of S.3262 requires the President or hrs designee 
to publish in the Federal Register the crlterla used in 
determznlng which rules or regulations are within the deflnltlon 
of rule or regulation in this bill and the methods to be used 
In determlnlng the costs of conpllance with those rules or 
regulations. These criteria and methods are to be published In 
the Federal Register "In order to sollclt public comments thereon, 
for a period not In excess of 45 days." This provlslon 1s 
presumably intended to allow a reasonable, but not excessive, 
period during which public comments will be received. We note, 
however, that while a maxlmum period for public comment 1s 
specified In the bill, there 1s no mention of a mlnlrnui? perlad 
during which cornTents will be accepted. F?e believe it would be 
desirable to specify a mlnlmum, as well as a maximum period for 
public comment. 

S.3262 requires cost reduction to take place during a five 
year per lad. Section 3 of the bill directs the President annualI) 
to establish crlterla for determining which rules or regulations 
are Included under this bill and to develop methods of determlninr 
the costs of compliance. This appears to mandate an unnecessary 
repetltlon of work inasmuch as the same criteria and metnods 
established and developed In the first year could most likely be 
used In subsequent years. 

Section 7 of S.3262 requires the Comptroller General to 
submit to Congress a review of the detailed reports of each 
department and agency on the costs of coflpllance with its roles 
and regulations, its plans to reduce those costs in the upcoming 
year, and Its evaluation of Its previous cost-reducing actions. 
This review would be Improved If the Comptroller ‘Jenerzl were 
included in Section 3 among the list of people to r:non the triter-. 
and methods are to be sent for comments. Seyond tnls, howeber, 
we are very concerned about the lmpllcatlons of requlrlng Grii3 to 
review each report, particularly conslderlng the large velure of 
such reports which would be subrrltted. Meeting this requlrcq'ent 
would require a slgnlflcant augT,entstion of GAO's staft reSOUrCiC 
We also note that the txme llmlt for this review process, 30 o:h-, 
1s clearly insufficient for an evaluation meeting the requirement- 
set forth In Subsection 7(b). 
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In 91eu of this approach, we recommend that GAO review the 
reports on a selective basis, either on its own lnltlatlve or 
at the request of committees having Jurlsdlctlon. If this 
approach 1s taken, Sectlon 7 could be deleted In Its entirety, 
since GAO already has adequate authority for such work. 

We will be happy to provide you with any addItiona lnfor- 
matron that you feel would be helpful to you and the Committee. 

Slncerely yours, 

-r,” 
-- 

Comptroller General 
of the United States 

cc: Mr. Staats (OCG) 
Mr. Keller (OCG) 
Mr. Havens (PAD) 
Mr. Crowther (PAD) 3 
Mr. Myers (PAD) 
Mr. Dugan (PAD) 
Mr. Hendelowltz (PAD) 
Mr. Cherlow (PAD) 
Index and Flies 

JCherlow:alc 10/2/78 
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